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ABSTRACT 
Business Incubators are designed specifically to assist business start-up firms within the 
first critical years of their business until they become successful ventures that are able to 
operate independently and financially viable. According to the National Business 
Incubator Association based in USA there are more than 2500 Business Incubators 
operating in the world today and out of them around 600 Business Incubators are set up 
in the United States alone. It is clear that Business Incubation is on the rise on a global 
scale. The number of Business Incubators in the developing countries is increasing 
annually at a rate of 20%. Successful business incubation programmes are varies from 
country to country according to their socio economic differences. 
This study is aimed identifying adverse and favorable circumstances for SME business 
incubation in Sri Lanka and to propose a new Bl model based on experiences gained in 
attempts at establishing three Business Incubators recently in Sri Lanka. A review has 
also been made of experiences in business incubation at the global level and regional 
levels. A comprehensive study has been made on the Business Development Sector and 
the SME targeted enterprise development schemes. Incidental factors which are useful in 
formulating a Business Incubator model such as entrepreneurship have also been 
discussed. The study revealed that there is a wide area to be studied and researched prior 
to developing a suitable business startup nurturing mechanism for Sri Lanka. No 
successful attempt has been made so far, by the government of Sri Lanka or by any other 
institution to setup an effective mechanism in this regard. All the isolated attempts have 
become failures due to deficiencies in programming and lack of government support. 
A major part of the study was devoted to the substantial literature survey and situational 
analysis of three Business Incubators in Sri Lanka. A research was made by means of 
informal discussions with professionals and entrepreneurs over the telephone as well as 
direct visits to Business Incubators, relevant firms and Business Development Service 
centers. 
The study further revealed that there is no good demand from Sri Lankan business start 
ups for the physical services offered by an Incubator. But careful seeding of funds with 
management support has yielded favorable results. An official monitoring for all infant 
business firms by means of a national institution has been found to be a requirement. The 
outcome of the research has been a new business incubator model with management and 
venture capital services against the facility bound conventional BI. It is proposed that 
industry specific Incubators should be established integrated officially with the 
Department of Business Registration, National Business Incubation Authority (as 
proposed by the researcher) as well as the SME Bank which was established recently. 
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